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RESIDENTIAL RENTS AND SELLING PRICE INDEX 


N the average, residential rents throughout the United States are still 
C rising. There are a fewexceptions in some cities where rents have 

held their own and in some cases have declined slightly. This is clear- 
ly seen by examining our charts on pages 34 through 37. These charts are 
computed from the Bureau of Labor Statistics rental figures used in the con- 
sumer price index. 


The pink area on each chart shows the period that Federal rent control was 
in force. In 1947 the original Act expired and was replaced by the more liberal 
Housing and Rent Act of 1947. The new Act provided for rentincreases on 
rental units when the frozen rent was considered to place a hardship on the 
property owner. 


Amendments in 1948 to the Act decontrolled new housing and permitted 
rent increases in certain cases. In 1949 the Act was extended again. In addi- 
tion to several minor changes there was an important amendment allowing Fed- 
eral control to be ended by State law or findings of no housing shortage by 
municipalities. These changes explain, inpart, the increases in the rent in- 
dex that started to take place in 1947, as indicated on our charts. 


The selling price of residential buildings has advanced rapidly since 1941 
while residential rents have lagged. Rents had lagged before the imposition of 
rent controls and have continued to lag after rent controls faded from the 
economic picture. 


Residential rents are still unusually low compared with other price factors 
in our economy. The chart on page 38 compares the average selling prices of 
improved real estate and residential rents. It is unlikely that the two lines 
will return to their prewar relationships. Residential rents, for a long period 
of years, probably will remain much below what we would normally expect in 
relationship to construction costs, real estate prices, and the general price 
level. 


Today, a larger percentage of our American families have become home 
owners and it appears that they prefer to purchase a single-family residence if 
the monthly cost of ownership is not too far out of line with renting a similar unit. 
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TRENDS OF MORTGAGE INTEREST RATES 


HE large chart on page 40 shows the interest rates on all mortgage loans 
ii recorded on Manhattan Island and in St. Louis from 1893 to the present. 

Each community typifies a different type of property. Practically all 
mortgages made on Manhattan are on larger, multistoried residential, com- 
mercial, and industrial properties. In St. Louis, most of the properties cov- 
ered by mortgages are single-family residences. 


Because of the large number of financial institutions in New York City 
making mortgage loans, interest rates for that city are likely to be lower than 
in St. Louis and other cities in the United States. It is natural for lending in- 
stitutions to be close to the properties on which they have lent their funds. 


The fact that mortgage interest rates do not reflect discounts on FHAs and 
VAs should also be kept in mind. Furthermore, there is a lag of several 


months between the time the loan is negotiated and the time the mortgage is 
recorded. 


As can be seen by our chart, there was one short period 53 years ago and 
one again in 1954 when mortgage interest rates were higher on Manhattan than 
they were in St. Louis. The spread between the two lines has closed in the 
past few years but seems to be departing from the pattern started in 1956. 


ANALYSIS OF CONSTRUCTION VOLUME 


record each year since 1944. The chart on page 41 compares the pres- 

ent with the past indicating that ona dollar basis we have experienced 
the greatest construction boom in our history. The 1958 total exceeds the 1957 
record by about 2%. The heavy blue line shows in dollars the actual total of 
new construction. The blue line connecting the dots shows the volume of con- 
struction in 1947-49 dollars. On this basis, the overall physical volume of 
new construction during 1958 was about the same as in 1957, or slightly below 
the peak of 1955. The latest real estate boom is not so great as it was before 
the correction in figures was made. The adjusted figures probably core clos- 
er to an index of the physical volume of construction and should therefore be 
more significant than the picture indicated by the dollar total. The red line 
connecting the red dots indicates the volume of construction in constant dollars 
on a per capita basis. These figures also reduce the size of the boom in com- 
parison with the heavy blue line. 


T HE dollar value of all new construction in the United States has set a new 


The chart on page 42 shows a similar picture for new private construction 
with the same refinements. Onaper capita basis, after adjusting for the 
changing purchasing power of the dollar, the rate of building has not been as 

(cont. on page 48) 
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ANALYSIS OF CONSTRUCTION VOLUME 
(cont. from page 39) 
rapid as it was during the building boom of the 1920’s, and is still below the 
1955 peak. 


The third chart shows that new industrial construction has been declining 
steadily since 1957. This chart differs slightly from the others in that both 
private and public industrial construction are shown on the same charton a per 
capita basis. This has been done largely because of the sweeping influence 
the Federal Government has had in war (and postwar) periods through its 
building of large war materials and munitions plants. 


New office, warehouse, and loft construction has risen every year since 
1952, and reached new highs in 1958. Ona per capita basis in stabilized dol- 
lars, construction in this category is not yet as high as it was in 1929 and 1930, 
but since 1952 has increased at an accelerated rate. 


Private commercial construction, on a stabilized dollar basis and on a per 
capita basis, indicates that building of this type has been declining since 
1955. Even before the decline started, much less construction of this sort had 
been going on than there was during the corresponding boom of the 1920’s. 


New construction on farms, despite cries for a more liberal farm policy, 
has far exceeded construction in the boom of the 1920’s. This is true regard- 


less of whether this is measured in actual dollars or in dollars of constant 
purchasing power. It should be kept in mind while studying these figures that 
the average farm during the 1920’s was about 145 acres, whereas the average 
farm today is a little more than 242 acres. 


The final chart in this series shows the number of new nonfarm dwelling 
units built each year from 1920 to the present with 1,200,000 estimated for 
1959. These figures include all types of dwelling units, both privately and 
publicly owned. 











